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O^nCE O c TH F_ SECRETARY QF OFFENSE 



April 10, 1981 



MEMORANDUM FOR B . C. EVANS 

EXECUTIVE SECRETARY 
CENTRAL INTELLIGENCE AGENCY 

SUBJECT: Potential Munitions and Commodity Export Cases 
with China . 



V 



As part of the ongoing review of U.S. policy with respect 
to China, DoD has been working with other government agencies 
to identify various categories of def ens e - re lated- equipments 
which are under consideration for provision to. China. (C/NQ 

$: 

It is requested that the appropriate personnel at the * 
Agency review this draft package and provide us comments on: 

a. Chinese need for materials described herein; 

b. the ability of the Chinese to pay for and/or 
use these materials; and 

c. expected Soviet reaction if the U.S. were to 
provide any or all of these items. 

Any other comments you feel are germane to the general subject 

of yuch a relationship with the Chinese would also be apprec lated . (■€/!*£ ^ 

A response by 1 May would be appreciated (if that is not 
reatonable, please let me know). (U) 



tya Special Assistant 
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PRC Dual-Ua* Irport Caaaa Rafarrad to DoD Hy Commcc* 
D«p*rt»«nt 

Unllk* th* procedure* which govern Munition* Control, the 
requeat for a lle*n*a under th* tiport Adal ni a t r at i on 
■.•Relatione conetitut** a requeat for autho r i ■ at i on to ahlp 
th* It**, not to negotiate tha e«l*. Th* *aport*r haa 
already negotiated vl'.h th* u!tlnate consignee and haa a 
contract in hand. Exctr for th* '** cim wherein tht, 
applicant haa requeated an advlaory (.pinion, thara la an 
•order* already In hand which th* export will fill. 

Th«c*for* wtill* only acme of tha caaaa Mated haraln fall 
within th* purview of tha 4 lepteaber Hat, all but tha 
first eaaa llatad ara for lt**a that an il«a«nt or Mnletry 
of th* fUC haa r*qu*itad. Thar*for* th* Itiu In quaetlon 
«r* not "hunt In*/ atp*dltlon» by U.S. Industry. * 

It la alt* »*c*ae*ry to point out that Croup 2 of th* 
4 tepteaber list r*lat*a to a Una of i©n*yw*ll and Digital 
Iqylp«tit (OtC) coapotera plua • 1«»«1 of dlac driv**. Tha 
ap*elfte OtC eoaput*r ll*t*d 1* a ail 1 1 tar 1 s»d »*r*l*« V of tha 
very popular *Df> 11/34. Thla ayat*a la not aanuf ectiwed by 
. CIC, bMt by th* tiordtn otvlelon *f Dnlt*d Techno loojea. 



Rovrver the non-tl 1 1 terl ie<J union by DEC and eoeputere 

coapereble or higher performance by oi. h ,it eelnfrtM 

Mnuficturin vere considered to be Included or at leeet 
l»plt«d under Croup 2. 



J ■ J . llMir i 

cajt., um 

AeeLetant Director 

for Technology Trade 
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& narcit i»n 



setutt AiiuTAxr ircirrurr (last asia i r*.c:nc ajtaik). 

'H-muuncrui. nczrin attaiu 

ornct cf crrnua cx-:stx (itttllicctct.. irr'i. i irrvuncAnvr. 

r'.TEnt :rrrn.icr?CT altt.ci (asi't vict diuctdr for scicrnnc 

t ttch irrcLiicnct) 
: rxicroi rc* Tux/nuoit ujt/s iimsrsnii ajtaim (dcso/imt) 

OSCANIIATIC* JOITT CTItr? OT 5TATT (Jl - FAI LUT/SCT^ /JIA DIT] 

DtTAZ-^rrr or mt kavt (or-«) 
DtTAiTxrrr or the *ai r?r rt (cvaifj 
lxzcvttvi orrica. ousdw 

I7UT.CT: FtC ?CC-I1 ta|tn« Ovar hawl-Coat lnt Mquaal £T) 



(51 On I March 1H1 (15:11-15:31) I ractlvad a pho*a call frc* . Latuiox 
t. Hack.. Fraaldanl of Talaflax. Inc. (parant comaany of Saraatal, Inc.). 
Kr. Hack • tat ad that tha ChLoaaa ( FFC) had told hla chat tha Chromallor 
Aavorlean Corr-ortt len had ratably raealvad approval froti tha U3^ tc tnit 
thraa CMnaaa .'ZZ-Zl aUciatl an|Lnat with ihait aptcLal carralc -«aiall It 
nlda cDttln|i, and that one* c-atad, tha an(lo*a wara to ba raturnad to tha 
TIC for Chlnaaa taat and avaluat Ion. 

CD Mr. Hack furthat Lodlcatad that tha Chljiaaa would Ilka for hla coo?«n» 
to llkavl»a taat ar»an othar 'GS-Il tn|lnta uaLnt. tha Sar»*lloT-J procaaa. 
Itreatal wauld. Ilka Chromalloy, alto ratum tha amlnat back to China for 
thalr taat ard evaluation. Ha aakad If tna O. l.naia mtaatat vat trji; and 
If ao, would Ma cocf#n T raealva tha aaaa traac«ai«? I imrM that I ujuld 
look Lnio (ha altuatloo and that all ccwpanlai would ba traacad tha n*a. 
* 

(O LtC B . 1. Hai»ar. C tract or. ^nltiona Control Staff of Offlca. 
ra-»lav»d all ^oO eaaaa for tha FP£ and alio contactad tha Offlca of "*t>n It lo-n ( 
Control ((TIC) at itata to If tha T ha.a althar raealvad or a??T<r»»d *ny audi 

lleaflia for. tha r*C. lalthar OUSDRT nor C~:C fllai rwaalad any auth llcaiaa 
application or raaulcant approval. Mr. V 1 .. Loblnaen. Director of 0)*" , did 
Irvdlcati to LtC Madaar,' howawar , that ha had haard thara al|ht ba auch an 
application f or c hco-ilnt «hortl». Jndar tha praaant |utdallnat at r.otaJ lr 
Kavalattar SI and auoaaanmt Irt ar pr a t at tona charaof. lleanaa appl lest lor ■ of 
thla tTpa cannot ba approrad. . Roblnaon furthar itatad that ha Mould althar 
dlMpprwa or raturn without actio* (T-i) all auch appl Ita t lona . 

{T) kt >r rafwaat, :n . IUW In itm uidlcatad ha would not dlaapprova or r-'A 
auch llcanaa appllcatlona until v« had tha opportunity to dlacuaa tH«i In 
datatl. vti alao aakad to ijaiadlatalT Uifom aa and hit aunarlrri vhair\-rr 

tha Chlnaaa, ChTovallor or ttntt a l /Talaf lai do aubalt appllcatlsn* (or i>it 
pMi-poia . 
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MEMORANDUM FOR THE SPECIAL ASSISTANT TO THE SECRETARY AKD DEPUTY SECRETARY 
OF DEFENSE 

SUBJECT: Status Report on PRC Munitions and Commodity Export Cases 

Aa requested, plus* find attached the following items by tab: 

TAB A - PRC man it ions cas**~~ref erred to DoD from 1 January 1980 to 
1f1 J y -1981 by that Department of State 

TAJ BV- PRC Commodity Control export case* referred to DoD by the Department 
of Commerc* from 1 January to 9 October 1980 

TAB C - Military equipment ttas PRC has expressed strong Interest In but for 
which no munitions license applications have been submitted 

Ths updated munitions list (Tab A) should A b* considered a draft as the 
Department of Srafa la still in the process of verifying the status of each 
case and adding new cases to the list which have come In since 21 January 1981. 
Aa of 20 January, a total of 102 munitions cases have been referred to DoD by 
State, and v* estimate chat approximately 20 additional munitions license 
applications have bean received since President Reagan's inauguration. All 
of these applications will be shown in our 1 March update. ( Due to an extremely 
~!mavy case Load , the -Office of Technology Trade has been unable to update the 
llat of dual-use items covered by the Commodity Control List (CCL) . Unless 
directed otherwise, v* will ask that a complete list of PRC requests for items 
on the CCL be sent to the CIA by the Office of Export Administration (OEA) of 
the Department of Commerce. 

It should be realized that without holding detailed discussions with all of 
the U.S. industry representatives doing business with the PRC, there Is no 
realistic way of knowing pr«ci»ely everything the Chinese may vlsh to export 
from the U.S. Rather than risk outright disapproval by the U.S. Government, 
tha Chines* typically try to g*t U.S. companies to seek an advisory opinion 
from the U.S. Government as to whether or not s particular request will be 
approved prior to making formal application. For your information, of the 
102 munitions case* received from State, nine are still open' (i.e., pending) 
and 93 have been closed. Of the 93 closed, 50 were approved, four were dis- 
approved, 31 wer* withdrawn and eight war* Returned Without Action {RWA.). 
Almost all of the 39 cases either withdrawn or RVA would have b*en disapproved 
by DoD. Th* export of the SCOUT Space Launch Vehicle waa one such RWA case 
v* would have strongly disapproved if bacaus* of its strategic potential as 
a Chinese ICBM. 1 




The Chinese have expressed very teen interest In a number of military items 
which irt either expressly prohibited by current U.S. policy or art not in 
the categoric* of equipment permitted for export by Munition* Newsletter #81. 
The major ujaplu include their specific requests for anti-tank weapon*, 
over the horixon (OTH) radar end for U.S. assistance in improving their F-8 
interceptor eircraft. Including fire control and inertial navigation lyitew, 
ECM gear, etc. We have eleo informally learned of a number of PRC inquirlee 
for munitions items which neither the Chineee nor U.S. induatry have 
officially requested permission to export. Examples of these are noted at 
Tab C. 

By way of additional background. Dr. Frank Kapper, Director, Military Tech- 
nology Sharing, OUSDRE did, with Dt. Dinneen's approval, meet with 
Mr. Charles Neuhauser, Assistant National Intelligence Officer (NIO) for 
East Aala (now Acting NIO) on 1 July 1980. The purpose of his meeting was 
to both give and receive information Vhlch would bejielpful to the CIA on 
the one hand and to the USDRZ during his September visit to China. 
Mr. Neuhauser was provided copies of all MFK's which documented the meetings 
with Mr, Liu Huaqing and Vice Premier Ceng Biao. In addition, the CIA was 
provided the then most recent copies of the list of munitions and dual-use 
export cases that had been referred to DoD by the Departments of State 
and Comae rce. Mr. Neuhauser was also g^lvea copies of all PRC wish lists 
including the one given to Dr. Dinneen by Mr. Liu on 6 May 1980. Also 
provided was a copy of the 3 June 1980 "Summary of United States Department 
of Defense Positions on PRC Requests for Military Support Equipment". This 
is the a-b-c category list which identifies items we would consider for 
export (a); items we felt w« needed more information on (b) and items we 
said we would not consider for export (c). Mr. Neuhauslr stated he had 
accompanied Secretary Brown on his January 1980 trip to China and had also 
been designated as the CIA focal point for all activities relating to China. 
A copy of Dr. Perry's trip report on hie^isit to China was also provided 
to the CIA. 

In short, the CIA in the person, of Mr. Neuhauser has already been provided 
extensive background information on what our earlier discussions with the 
Chinese were and also on those items whidn the PRC had expressed specific 
interest in. CIA also has representation on both the Technical Advisory 
Committees (TACs) and on the Operating Committee (OC) . More specifically, 
Mr. George Schember of CIA is a non-voting member of the interagency Operating 
Committee, which is chaired by the Department of Commerce. Mr. Schember 
serves as the interface for both State end CIA on export license requests for 
all proscribed countries. As a result of a recent CIA-Commerce agreement, 
hi also has access to' any information required by his Agency. 
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